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THIRD CANADIAN GENERAL INVESTMENT TRUST 
LIMITED 


To The Shareholders: 


Your Directors have pleasure in submitting the Annual Report of your Company for the year ended December 
31, 1977 consisting of the Balance Sheet and Statements of Income, Retained Earnings, Unrealized Gain on 


Investments and Changes in Net Assets. 


The Balance Sheet discloses that the total assets of the Company as at December 31, 1977 amounted to 
$34,403,112. From this amount is deducted the total liabilities of the Company, namely, $2,365,665, which leaves a 
net value of $32,037,447. After deducting the First Preferred Shares at the call price of $52.50, namely, $2,795,677, 
each of the 1,837,190 Common Shares outstanding as at December 31, 1977 had an apparent liquidating value of 
approximately $15.92. It should be noted that while $2.3 million in deferred income taxes was deducted from total 
assets in calculating the equity value per share, the $2.3 million continues to work for the benefit of the shareholders. 
Such will be the case until future realization of capital gains necessitates payment to the government of part or all of 


these deferred taxes. 


The Statement of Income discloses that your Company, after paying all expenses, had-a net income for the year 
of $1,836,269. After providing $134,136 for dividends on the First Preferred Shares, the balance of net income, 


namely, $1,702,133 is equivalent to $0.93 for each of the outstanding Common Shares. 


During 1977 cash dividends totalling $134,136 were paid or declared onthe First Preferred Shares. The Com- 
mon Shareholders received dividends of $1,690,215 or $0.92 per share, an increase of $0.07, the maximum allowable 
under the regulations of the Anti-Inflation Act. These dividends were paid out of the Company’s 1971 Surplus 
Accounts and are not subject to income tax in the hands of the shareholders. Such dividends, however, do reduce the 
adjusted cost base of your shares and this in turn could affect the taxable capital gain or loss resulting from Se future 


sale of such shares. 


A schedule showing the percentage of the dividends paid out of Tax-paid Undistributed Surplus On Hand and 
1971 Capital Surplus On Hand is set out below. This information is submitted for the benefit of Canadian corpo- 


rations which are shareholders of the Company. 


Tax-Paid 1971 


Undistributed Capital 
1977 SurplusonHand —_Surpluson Hand 
ire psc cAI AE Ue OMe ecg acne aa 3% 99.5% 
June ee AL RAS RS feck) Qe ened. a ane on 4 99.6 
September 16° = f= =) 7h = eae See te STS en pe 99.8 
[SSS Seaton coon aa ae ees ee ee 9 99.8 


Your Directors have decided, for tax purposes, to continue paying dividends out of the Company’s December 
31, 1971 Surplus Accounts. A dividend in the amount of $0.20 per common share, tax-deferred in the hands of the 


shareholders, has been declared payable March 16, 1978 to shareholders of record February 28, 1978. 


The concept of “tax deferred” dividends will cease to exist at December 31, 1978 under the provisions of Bill 
C-11, the legislation to implement the Federal government’s 1977,budget proposals. The Company anticipates that it 


will commence paying taxable dividends in 1979. 
The portfolio of investments as at December 31, 1977 is to be found on page 9 of this report. 


Submitted on behalf of the Board. 


OC a sea La 


Chairman of the Board 


a SF a 


President 


TORONTO, January 31, 1978. 


TH IR D CANADIAN GENERA I 


Usulente Sheet 


December 31 


Assets 1977 1976 
Investments at indicated market value (Note 1) 
Securities having a quoted market value Si ee Se ee een Sm OOD SOME ADS $33,230,839 
Secunities NOU iaving a. quoted Market Vale: |) ioe ake ee ee 1,463,139 1,341,882 
34,284,577 3457272 
(Cost as at— 


December 31, 1977—$15,883,663 
December 31, 1976—$15,357,273) 
Short-term investments, at cost plus accrued interest 


Gncluding in 1976.$337,9301n U-S. funds)y  =5 = = 8a ie 100,298 458,100 
Dividendsreceivable - - - - - - - - = - = = + + - -/- + = = 1,257 10,064 
Cash) 3 300s shee) de Sy Ss ee ee ae ee 16,980 3,785 

4,403,112 ,044, 
Liabilities and Shareholders’ Equity Le 
Accrued liability she = me a nT ke St ae ees LD 1600 $ 800 
Dividends payable -<..2) = 84s) sts oe ee 36,065 37,070 
Deferred income taxes(Note 4(1i)) - - - - - - - - - = = - = = = = 2,328,000 2,018,000 


Shareholders’ equity 
Capital stock (Note 2) 
Authorized— 
118,477 first preferred shares of the par value of $50 each, issuable in series 
52,628,930 3% non-cumulative second preferred shares of the par value of 5¢ 
each redeemable at the amount paid up thereon 
2,000,000 common shares of no par value 
Issued and outstanding— 
53,251 (1976—54,235) $2.50 cumulative first preferred shares Series “A 
redeemable at $52.50 pershare = - = = -\ = = = = = = 2,662,550 2A 1750 
837.) 90;commonishares: =) =) 0 ee 9,185,950 9,185,950 
11,848,500 11,897,700 


Contributed surplus, realized on purchase for cancellation of first preferred shares 


(including $20,791 arising during the year ended December 31,1977) - - - - 114,243 93,452 
Unrealized gain on investments See Demo ae oe See a= 16,072,914 17,197,448 
Retained earnings, including $261,300 (1976— ees 100) appropriated under Section 

62 of the Canada Corporations Act - - - = = = 4,001,790 3,800,200 


32,037,447 32,988,800 
$34,403,112 $35,044,670 


OEE 


APPROVED BY THE BOARD: 
A. BRUCE MATTHEWS, Director 
M.C. G. MEIGHEN, Director 


Auditors’ Report to the Shareholders of 
Third Canadian General Investment Trust Limited: 


We have examined the balance sheet of Third Canadian General Investment Trust Limited as at December 31, 1977 and the statements of 
income, retained earnings, unrealized gain on investments and changes in net assets for the year then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly included such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these financial statements present fairly the financial position of the Company as at December 31, 1977 and the results of its 
operations and the changes in its net assets for the year then ended in accordance with generally accepted accounting Pence applied on a basis 
consistent with that of the preceding year. 


As part of our tests referred to in the first paragraph above, we examined share certificates and other evidence supporting the investments held 

by the Company as at December 31, 1977. 
PRICE WATERHOUSE & Co. 
TORONTO, January 16, 1978 Chartered Accountants 


Y_ VES TM™MEN T TRUST LIMITED 


Statement of Sncome 


Year ended December 31 


1977 1976 
Income 
Mle eee pec EN OS a 584 007,965 Shu L818,365 
FIQECECSH Ge er Fe ve rh = fa EY Ae bee Fe eae Sys Ss ee 18,982 13,433 
Gain on foreien exchange == = = = = = = © = ae Fm ee eS 14,012 11,600 
1,940,959 1,843,398 
Expense 
Managementfees; = - = =)5 sles 208 5 = ee Se See ee 82,470 86,978 
Directors’ fees (Note 3) eet cal day Me Siete Soe a) eee ee c=? iS 1,200 1,250 
Miscellancousi.4-. 5,5 5 = = = 4 2 5 = Ss = Set = = 2 e = 21,020 16,302 
104,690 104,530 
Netincome forthe year © - =.= = = = = 208 = ees = = = = § 1836269 $1,738,868 
Netincome for the year per common share (after deducting preferred dividends) - $ 093 $ 0.87 


THIR D CANA DIAN GENERA L 


SEtenent of Korea Earnings 


Year ended December 31 


eal 1976 
Balance at beginning of year Jo Sener piel We Bey eS ee $ 3,800,200 $ 2,920,688 
Add 
Netincome forthe year - - - - - = - «= - = - = = = = = = = 1,836,269 1,738,868 
Gain on investments sold or redeemed (Note 4(iv)) mi ie ead ee ee Roe ats | 189,672 838,690 


5,826,141 5,498,246 
Less 


Dividends paid or declared— 


On first preferred shares Re eee em aes Ee er Ee er a 134,136 136,434 
On:common shares = =) °s° Wa = ee Se re 1,690,215 1,561,612 
1,824,351 1,698,046 

Balance at end of year ee eee ee ey So a ah eS $ 4,001,790 $ 3,800,200 


Dividends paid or declared per share 


Preferred’) (y= ax tars aa 250 4$ 2.50 
Commons 9 =), =59= Se a 0.92 §$ 0.85 


‘Slabs of Ueno ore Gain on sl Tc At 


Year ended December 31 


1977 1976 
Increase (decrease) during the year coe Se Se ee = eS OS (8145534), 9: B,75 8.729) 


Deferredincome taxes - - - - - - - - = = = = = = = = = = = (310,000) 103,000 


(1,124,534) (2,655,729) 


Balance at beginning of year sorb nc, A atl lr ate et RN Ee OU 8 Oe Wea 17,197,448 \ 19,853,177 
Balance at end of year he! ei ey a aS) es SS ES eed ie) ei | ot $16,072,914 $17,197,448 


NVESTM™M™MENT 


TRUST 


Seat of Changes in Vet Mile 


Netassetsatbeginningofyear - - - - - - - - - 
Add 
et MneOmetOr the Vear ei ge SE 
Gain on investments sold or redeemed ge iey te ke a 


Gain on purchase for cancellation of first preferred shares 


Less 
Decrease in unrealized gainoninvestments - - - - 
Dividends paid or declared— 
Onfirst preferred'shares, = "= =<— = 9s = 0+ = 
Oncommonshares - - - - - - - - - - - 


First preferred shares purchased for cancellation - - 


Netassetsatendofyear - - - - - - - - - = = 


Gain on investments sold or redeemed 
Costofinvestments at beginningofyear - - - - - 


Add purchase ofinvestments duringyear - - - - - 


Less cost ofinvestmentsatendofyear - - - - - - 


Cost of investments sold orredeemed during year - - 


\ . . . 
Proceeds from sale or redemption of investments during year 


Gain on investments sold or redeemed - - = = = 


Apparent liquidating value per common share 


(after deducting outstanding preferred shares at call price) 


At beginning of year Ee icy ee Poe eae 


Atend ofyear 9 = =S Giee} eee s- Se hs 


LIMITE D 


Year ended December 31 

1977 1976 
$32,988,800 $34,791,592 
1,836,269 1,738,868 
189,672 838,690 
20,791 22S 
35,055,592 37,391,325 
1,124,534 2,655,129 
134,136 136,434 
1,690,215 1,561,612 
49,200 48,750 
2,998,085 4,402,525 
$32,037,447 $32,988,800 
S15)337,2 73° $14,925,316 
748,032 916,385 
16,105,305 15,841,701 
15,883,663 I> 35213 
221,642 484,428 
411,314 [323,118 
S  189:672*) 3. 1838,690 
$ lo4AL es 17.36 
$ 192 es 16.4] 


THIRD CANADIAN GENERAL INVESTMENT TRUST 


—" 


LIMITED 


Votes fo eer ay Siitenents 


DECEMBER 31, 1977 


. The indicated market values of quoted securities are the result of pricing the Company’s holdings at the closing quoted 


market prices as at December 31. Such amounts do not necessarily represent the value of the total holdings in any com- 
pany which may be more or less than that indicated by market quotations. Securities not having a quoted market value 
have been included at values determined by the directors based principally on the underlying value of the assets repre- 
sented by these securities. 


. During the year ended December 31, 1977, 984 $2.50 cumulative first preferred shares DERE ‘A’ were purchased for 


cancellation for an aggregate cash consideration of $28,409. 


. The aggregate remuneration of three of the eight directors was $1,200 (1976—$1,250). The remaining five directors, who 


are also the five officers of the Company, are employees of the management company and did not receive any remuner- 
ation as directors or officers of Third Canadian General Investment Trust Limited. 


. Taxation: 


(1) The Company does not qualify as an “investment corporation” as defined in Section 130 of the Canadian Income 
Tax Act; accordingly, it is subject to income tax as a “public corporation”. “Taxable dividends” received from “tax- 
able Canadian corporations”, as defined by the Act, are excluded from taxable income; one-half of gains on disposal 
of investments, to the extent that these have accrued since December 31, 1971, are subject to income tax at full 
corporate rates. 


(11) Unrealized gain on investments includes approximately $2,255,000 which has accrued since December 31, 1971. In 
addition, the Company has received dividends of approximately $7,073,000 since December 31, 1971 which were 
paid out of “tax-paid undistributed surplus on hand” and “1971 capital surplus on hand” of the payor corporations 
and, therefore, must be applied to reduce the adjusted cost base of the investments in the payor corporations result- 
ing in a corresponding increase in the gain which may ultimately be realized on these investments. Provision for 
deferred income taxes on these unrealized gains has been made in the accounts. 


(iii) As at December 31, 1977, the Company estimates its tax surplus categories, as defined by the Income Tax Act and 
subject to confirmation by the Canadian tax authorities, to be as follows: 


(a) (b) 


Tax-paid 1971 
undistributed capital 
surplus on hand surplus 
(Section 89(1) (k)) on hand 

Balanceatbeginningofyear - - - - - - - - - - = - = = - = = $ _ $ 2,817,000 
Dividendsreceived - - - - - - = = = - = = = = = = = =e = 5,000 1,405,000 
Tax-deferred dividends paidoncommonshares - - - - - - - - - - - (5,000) (1,685,000) 
Balanceatendofyear - - - - - - - - - - - = = = - - = = = $ = $ 2,537,000 


The Company may elect to pay dividends out of categories (a) and (b). Such dividends are not required to be 
included in the shareholder’s income but reduce the adjusted cost base of his investment for Canadian tax purposes. 


With the enactment of recent amendments to the Income Tax Act (Canada), tax-paid undistributed surplus on hand 
and 1971 capital surplus on hand will disappear on December 31, 1978. Accordingly, the Company will not be able 
to pay tax-deferred dividends out of those categories after that date. 


(iv) Gains realized on investments sold or redeemed during the year include taxable capital gains accrued since Decem- 
ber 31, 1971 which have been partly offset for income tax purposes by expenses of $62,000 charged in the statement 
of income. In accordance with the accounting recommendations of the Canadian Institute of Chartered Account- 
ants, income taxes of $30,000 otherwise payable on the gains should have been charged to retained earnings with a 
corresponding increase in net income for the year. This practice has not been followed since it would give an unfair 
presentation of the net income for the year. 


. Anti-Inflation Programme: 


The Company is subject to dividend restrictions imposed by the Federal Government in the Anti-Inflation Act effective 
October 14, 1975. Dividends paid since this date have been in compliance with the controls. These restrictions are due to 
expire on October 13, 1978. 


THIRD CANADIAN GENERAL INVESTMENT TRUST LIMITED 


Alcan Aluminium Ltd. 


The Algoma Steel Corp. Ltd. 


Argus Corporation Ltd. 
Bankof Montreal - - 
Bank of Nova Scotia - 


C.G.J. and Third Venture 
Capital Limited - - 


C.G.I. and Third Venture 
CapitalLimited - - 


Canada Trustco 
Mortgage Company - 


Canadian General 
ElectricCo. Ltd. -  - 


Canadian General 
Investments Ltd. - - 


Canadian Tire Corp. Ltd. 
Canadian Tire Corp. Ltd. 
CanvilLtd. - - - - 
Cominco Limited - - 


Dominion Foundries & 
Steel Ltd. =< - - - 


Extendicare Ltd. <-, 
Glendale Corporation 
*Halliburton Company 


Hudson’s Bay Oil 
& GasCo.Ltd. - - 


Inco Ltd. eee 
**IntelCorporation - - 


Interprovincial Pipe 
Line Limited ae 


London Life Insurance Co. 


MacMillan Bloedel Ltd. 


Portfolio of Investments 


DECEMBER 31, 1977 


Class 


- Common 
- Conimon 

Ca Prerd: 
- Common 


- Common 
- Common 
- Piet: 
-“A’ Common 
- Common 


- Common 
- Common 
is Ng 
- Common 


- Common 


-‘A’ Common 
- Common 
- Common 


- Common 


~ Common 


-‘A’ Common 


- Common 


-‘A’ Common 
- Common 


- Common 


No. of Shares 


5,000 
20,000 
120,000 
3,000 
7,000 


10,000 
650 
68,000 
4,000 


1,248,464 
5,000 
500 

5,916 
10,000 


25,000 
20,000 
10,100 

3,000 


2,000 
7,500 
2,000 


14,000 
465 
10,000 


*American Corporation listed on the New York Stock Exchange 


**Traded over the counter New York 


+Received from Kenting Ltd. 


Massey-Ferguson Limited 
Moore Corporation Limited 


*National Mine 


ServiceCompany  - 


The Ravelston Corp. Limited 
The Ravelston Corp. Limited 


Rio Algom Ltd. - - 
Royal Bank of Canada 


Scott’s Restaurants Co. Ltd. 


The Seagram Co. Ltd. 


**Shared Medical Systems 


Shell Canada ‘A’ - - 
Southam Press Ltd. - 


The Steel Co. of Canada Ltd. 


D.A. Stuart Oil Co. Ltd. 


The Toronto-Dominion Bank 
+Trimac Limited oe 


Trizec Corporation Ltd. 


Class 


Common 


Common 


Common 
Common 

Prefd. 
Common 
Common 
Common 
Common 
Common 


Common 


-‘A’ Common 


‘A’ Common 


Common 
Common 
Warrants 


Common 


No. of Shares 


20,000 
40,000 


5,000 
5,270 
63,937 
15,000 
5,000 
10,000 
40,000 
30,000 
9,000 
4,000 
12,000 
700 
5,600 
15,000 
15,000 


Summary of Changes in Portfolio in 1977 


Additions to Portfolio 


C.G.I. and Third Venture 


Capital Limited Pref. 
CanvilLtd. - - - - 


Intel Corporation - 


National Mine ServiceCompany - - 


RioAlgom Ltd. - - 


Shared Medical Systems 


Trimac Limited—Warrants 


Deletions from Portfolio 
Kenting Limited - - 


London Life Insurance Co. 
The Ravelston Corp. Limited Prefd. 


No. of Shares 


- 150 
- 34 
- 2,000 
- 5,000 
- 3,000 
- 30,000 
- 15,000 


- 15,000 
- 635 
- 1,685 
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